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INDEPENDENT ACCOUNTANT'S REPORT 
 
 

TO:  THE OFFICIALS OF THE INDIANA DEPARTMENT OF ENVIRONMENTAL MANAGEMENT 
 
 
 We have reviewed the receipts, disbursements, and assets of the Indiana Department of Environ-
mental Management for the period of July 1, 2004 to September 30, 2006.  The Indiana Department of Envi-
ronmental Management's management is responsible for the receipts, disbursements, and assets. 
 
 Our review was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants.  A review is substantially less in scope than an examination, the 
objective of which is the expression of an opinion on the receipts, disbursements, and assets.  Accordingly, we 
do not express such an opinion. 
 
 Financial transactions of this office are included in the scope of our audits of the State of Indiana as 
reflected in the Indiana Comprehensive Annual Financial Reports. 
 
 Based on our review, nothing came to our attention that caused us to believe that the receipts, dis-
bursements, and assets of the Indiana Department of Environmental Management are not in all material 
respects in conformity with the criteria set forth in the Accounting and Uniform Compliance Guidelines Manual 
for State Agencies, and applicable laws and regulations except as stated in the review comments. 
 

STATE BOARD OF ACCOUNTS 
 
December 19, 2006 
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INDIANA DEPARTMENT OF ENVIRONMENTAL MANAGEMENT 
REVIEW COMMENTS 
SEPTEMBER 30, 2006 

 
 
 
EXCESS LIABILITY TRUST FUND (Informational Comment Only) 
 

Per Indiana Code 13-23-7-7 the Underground Petroleum Storage Tank Excess Liability Trust Fund is 
to be audited by the State Board of Accounts.  This fund is currently being reviewed and a separate report will 
be issued. 

 
Indiana Code 13-23-7-7 states:  "Not later than December 31, 1996, and every two years thereafter, 

the state board of accounts shall conduct an audit of the excess liability trust fund." 
 
 
CONTRACT MONITORING 
 

The Indiana Department of Environmental Management (IDEM) entered into a two year Memorandum 
of Understanding (MOU) with the Indiana Clean Manufacturing Technology and Safe Materials Institute 
(CMTI), established and operated by Purdue University, to perform certain services.  During the two year 
MOU, the CMTI submitted claims totaling $14,991 for travel, lodging and meals which IDEM paid.   

 
The MOU provided for the CMTI to retain documentation supporting expenditures for three years.  

However, there were no procedures in place to periodically monitor or review supporting documentation for 
expenditures.  Due to the lack of monitoring expenditures, the validity and accountability for the monies 
disbursed for travel, lodging and meals could not be established.  

 
Controls over the receipting, disbursing, recording, and accounting for the financial activities are 

necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements, and 
incorrect decision making.  An agency's control environment consists of the overall attitude, awareness and 
actions of management and the governing board or commission.  This would include establishing and 
monitoring policies for developing and modifying accounting systems and control procedures.  (Accounting 
and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1)  

 
Supporting documentation such as receipts, cancelled checks, invoices, bills, contracts, etc., must be 

made available for audit to provide supporting information for the validity and accountability of monies received 
or disbursed.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1)  
 
 
APPROVAL OF FORMS 
 

We found that the Indiana Department of Environmental Management is using forms for the Excess 
Liability Trust Fund that has not been approved by the State Board of Accounts.  These forms are used in the 
application and eligibility process. 

 
Indiana Code 5-11-1-2 states in part:  "The state board of accounts shall formulate or approve all 

statements and reports necessary for the internal administration of the office to which they pertain." 
 
 
FIXED ASSET INVENTORY 
 

In our review of the fixed asset inventory of the Indiana Department of Environmental Management, 
we noted items (vehicles) on the Auditor of State listing that were not on the agency listing.  In addition, these 
vehicles were not on the latest physical inventory taken by the agency, but were on the agency vehicle 
mileage report. 
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INDIANA DEPARTMENT OF ENVIRONMENTAL MANAGEMENT 
REVIEW COMMENTS 
SEPTEMBER 30, 2006 

(Continued) 
 

 
As stated in our two prior Reports B16786 and B23768, the fixed asset inventory of the Indiana 

Department of Environmental Management is not complete.  Additionally, a complete annual physical 
inventory of assets owned has not been conducted. 

 
Each state agency is required to report to the Auditor of State all additions and retirements of assets 

with a cost of $20,000 or more.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, 
Chapter 10) 

 
Once a year, after receiving a Fixed Asset Master Listing, a physical inventory is to be taken and com-

pared to the Master Listing and the agency's listing of assets from its asset control system.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 10)  
 
 
PERSONAL LONG DISTANCE PHONE CALLS 
 

As stated in our prior Report B23768, it has been the practice of the Indiana Department of Environ-
mental Management to allow employees to make personal long distance telephone calls on the agency's tele-
phones.  Each month, employees are to review telephone bills, identify their personal calls, and present a 
check or cash to the agency for payment.  

 
Personal long distance calls are not allowed to be charged to the State or placed over the State tele-

phone network.  Such calls should be charged to the employee's home phone, personal calling card, or placed 
collect.  Agencies should review monthly telephone billings for indication of charges for personal calls.  If an 
agency discovers that personal calls have been placed, reimbursement must be sought for the charges 
incurred and the employee should be instructed not to charge additional long distance calls on the state 
network.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 5)  
 
 
STATE OWNED VEHICLES 
 

The Indiana Department of Environmental Management maintains a fleet of two hundred one (201) 
vehicles for the agency's use.  Thirty-five (35) of these vehicles are either emergency response or special use 
vehicles.  The remaining one hundred sixty-eight (168) vehicles are classified as fleet vehicles.  Fifty-two (52) 
or 31% of the one hundred sixty-eight (168) fleet vehicles were underutilized during the last year.  

 
As noted in our prior two Reports B16786 and B23768, the Indiana Department of Environmental 

Management maintains a fleet of vehicles that are under-utilized.  
 
State agencies may have vehicles assigned for long term use on a permanent basis.  A vehicle should 

be returned when it is no longer considered necessary or becomes under-utilized, with less than 1,000 miles 
average monthly official State use.  (Accounting and Uniform Compliance Guidelines Manual for State Agen-
cies, Chapter 11)  

 
For employees to be assigned vehicles on a permanent basis it must be shown that duties require 

travel in excess of 1,000 miles per month, or that the vehicle is identified as an integral part of the job.  [P.L. 
246-2005, Section 24, Appropriation Act] 
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INDIANA DEPARTMENT OF ENVIRONMENTAL MANAGEMENT 
EXIT CONFERENCE 

 
 
 The contents of this report were discussed on January 31, 2007, with Scott Nally, Assistant 
Commissioner; Daniel Murray, Assistant Commissioner; and Clara Farrow, Chief Financial Officer.  The official 
response has been made a part of this report and may be found on pages 7 through 15. 
 






















